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BRAZILIAN KEY ECONOMIC INDICATORS 


All data are period averages 
unless otherwise indicated 


Exchange rate on b 1977 
July 1, 1977: US$1.0C = Cr 14.280 1975 1976 Change Estimates 
Income, Production, Employment 
“GOP La Current Dotlars (bilitons)* $110.4 $131.0 18.7% 
GDP in Constant 1976 Dollars (billions)* $115.4 $131.0 13.4% 
GDP Growth in Constant Cruzeiros* : 8.8% - 46% 
Per Capita GDP, Current Dollars $1,052 1,191 15.4% 
Gross Fixed Capital Formation 

in Constant 1976 Dollars (billions) $29.3 $31.3 6.7% 46% 

Manufacturing Production (% variation) 3.8% 10.5% - 6-9% 
-- Steel Ingots (million m.t.) 8.3 9.2 10.3% 15-2 
-- Automobiles (1,000 vehicles) 930 985 6.0% (-10)-(-5)% 
-- Cement (million m.t.) 16.7 19.1 14.4% 10-12% 
-- Industrial Electricity Consumption, 

Rio-Sao Paulo (billion kwh) 14.8 16.8 13.6% 10-12% 
Manufacturing Employment 

(Index: Jan. 1971 = 100) 127.4 133.2 4.6%  (-5)-0% 
Monthly Average Wages in Manufacturing $238.49 $266.53 11.8% 0-5% 
Retail Sales in Rio (% variation) 8.2% 2.% - (-5)-0% 

Money and Prices 
Money Supply (Ml, year-end, 

billions of cruzeiros) $172.4 $236.5 37.2% 25-30% 
Price Indices (1965-67 = 100) 

-- Wholesale Prices for Domestic Goods 607 852 4O.4% 35-45% 

-- Cost of Living in Rio 618 877 41L.9 35-45% 
Balance of Payments and Trade (US$ billions) 

Foreign Exchange Reserves 4O4 $6.54 61% 0 

Foreign Debt, Public and Private, 

Medium- and Long-term $21.2 $25.9 22% 29.0-30.0 
Annual Debt Service $3.58 $4.65 30% $5.5 
Current Account Deficit $6.71 $6.06 -9.7% $3.9-4.2 
Terms-of-Trade, Net Barter 

(1970 = 100) 90.5 104.80 15.7% 

Exports (FOB) $8.67 $10.13 16.8% 12.0-13.0 

-- U.S. Share $1.34 $1.84 37.% 

Imports (FOB) $12.17 12.28 0.% 0 
-- U.S. Share $3.08 $2.84 -7.% 


orts from the U.S. in 1976 (CIF, US$ million): Machinery, non-electric: 702 
280; Grains: 253; Machinery, electric: 246; Fuels: 187; 
Automotive vehicles & parts: 171; Fertilizers: 149, Misc. chemicals: 126; 

Inorganic chemicals: 113; Iron & steel products: 108; Optical, scientific, 
medical & industrial instruments: 101; Plastic resins: 100; Aircraft & parts: 87; 
Minerals: 56, 


Main 
Organic chemicals: 


*GDP in Current Dollars was calculated by dividing the GDP in cruzeiros (cr$897.2 
billion in 1975 and Cr$1,397.8 billion in 1976) by the average Cr$/US$ exchange 
rates for 1975 and 1976, respectively,. 8.126 and 10.670. GDP in Constant 1976 __ 
Dollars is calculated in the same way except that the 1975 figure is multiplied by 
the increase in the U.S. wholesale price index in 1976, which was 4.57% (and 

thus the multiplication factor was 1.0457). GDP Growth in Constant Cruzeiros was 
found by dividing the GDP in cruzeiros by the Brazilian wholesale price index for 
domestic and treded goods, 27.2% in 1975 and 43.2% in 1976. 





ECONOMIC TRENDS REPORT -- BRAZIL 
July, 1977 


Summary 


Brazil's rate of economic growth in real terms was 8.8% for 1976, more 
than double the previous year's rate. Growth is expected to be lower in 
1977, in the 4-6% range. Inflation last year was 46.3%, the highest rate 
in twelve years, and it continued high through the first months of 1977, 
with some signs of slackening in May and June. The rate of inflation for 
this year is likely to be on the order of 40%. 


The government considers the fight against inflation its top economic 
priority. It hopes to bring inflationary pressures under control gradually 
without causing major unemployment and liquidity crises for business. 
Credit ceilings are being lowered, and President Geisel has given powers 
over controlled prices to the Finance Minister--a move which, it is hoped, 
will improve the quality of macroeconomic policy. Following a year of 
high growth and high profits, this policy of restraint has caused consi- 
derable unease and controversy. Unemployment, for instance, has increased 
in certain industries, including the important automobile and construction 
industries. While some economists wish the government to curtail credit 
expansion more severely, part of the industrial community is concerned 
that the anti-inflation drive eventually will lead to a sharp recession, 
resulting in severe damage to private firms. 


Brazil's external payments position this year appears to be strong. Exports 
have increased substantially, owing particularly to high world prices for 
coffee, and to a lesser extent to soybean prices and to gains in exports of 
manufacturerd goods. For the year as a whole, exports are now projected in 
a $12-13 billion range. If prices of primary commodities remain high, 
Brazil can be expected to show a modest surplus in the trade account. 
External financing requirements will be substantially lower this year 
(although still high), thus helping to maintain Brazil's high international 
credit standing. In 1976, Brazil's medium and long term debt increased by 
$4.7 billion, to $25.9 billion. Foreign exchange reserves at the end of 
1976 were $6.5 billion. 


Part A: Current Economic Situation and Trends 
Overall Performance 


Brazil's growth in real terms, according to official statistics, was 8.8% 

in 1976 (annual rate of GDP increase), more than double the 1975 rate of 
4.2%. Per capita income apparently increased to $1,191 in current dollars, 
based on a GDP of $131 billion and a population of 110 million. Preliminary 
date for the first six months of 1977 indicate that economic activity in 
most sectors has remained high. Some sectors, however, have begun to turn 
down, and order books generally are not as full as a year ago and are de- 
clining. For the year as a whole, growth is expected to be in the 4-6% 
range. 











The impressive growth performance in 1976 was accompanied by sharply 
rising prices. The government considers the fight against inflation its 
top economic priority. It hopes to reduce inflation gradually, without 
causing significant unemployment. In November, 1976, it announced a 

Cr$40 billion (about US$2.8 billion) cutback in the public investment 
budget for 1977. This use of fiscal policy represented a significant 

shift from the traditional strategy of reliance on monetary measures. 

The investment cuts are coming mainly in infrastructure projects, notably 
the telecommunications and transportation sectors, while major import 
substitution projects in basic industries, such as steel and petrochemicals, 
are being permitted to go forward unimpeded. Commitments by the National 
Development Bank (BNDE), which lends mainly to the industrial sector, are 
tightly budgeted this year. 


The authorities are taking additional measures to contain credit expansion, 
which most observers believe has been one of the major causes of the surge 
in inflation in recent years. Credit ceilings set in the government's 
Monetary Budget applicable to the Bank of Brazil are being revised downward. 
Funds available to the banking system through special official credit lines 
also are being reduced. In addition, new powers to control prices were 
granted to the Finance Minister in an effort to break the inflationary 
psychology, although distortions may result. 


Recent wage policy has been strongly influenced by the government's effort 
to control inflation. Government-decreed monthly adjustments in wages, 
which until early 1976 consistently exceeded cost-of-living increases, have 
since been steadily below inflation rates. This policy continued through 

the first half of 1977 and is expected to persist until a substantial re- 

duction in the inflation rate is achieved. 


Inflation and Monetary Policy 


Inflation for 1976, as measured by the general price index for domestic 
goods and services, was 46.3%, the highest annual rate in twelve years. 

If traded products are included as well, the rate of inflation reached 
48.2%. Prices for domestic and traded agricultural products were a major 
contributing factor, showing a 67.0% increase (prices of exported farm 
products increased by 204%). Prices of domestic and traded industrial 

goods were up by 40.4%. ‘The cost-of-living in Rio de Janeiro climbed by 
44.8%; in Sao Paulo the increase was 38.1%. Thus far in 1977, the inflation 
rate has continued high, although budget cuts, monetary and wage policies, 
and other austerity measures might have begun in May and June to slow the 
rise of prices. In the first half, based on preliminary data, the general 
price index for domestic goods and services rose by 22.6%. The increase 

in food prices, particularly fruits and vegetables, contributed substan- 
tially to the increase. In May, Finance Minister Simonsen was given 
complete control over the prices of all goods and services administered 

or produced by state entities, including gasoline, steel, coffee, sugar, 

and wheat. 


The government hopes that the effects of its deflationary measures will 
be felt gradually as the year progresses. But given accumulated infla- 
tion, the impact of past money supply increases, and the effect of 
indexing mechanisms in the Brazilian economy, inflation for 1977 will be 
on the order of 40%. During the past year the formula for calculating 
monetary correction was modified. All correction indices were unified, 
and the single new index is the correction index for long-term government 
bonds. As a practical matter, these changes have increased the gap be- 
tween inflation and monetary correction. In 1976, monetary correction was 
37.2h, 9.1 percentage points less than the increase in the general price 
index for domestic goods and services. 


Until the budget cuts of last fall, the major ingredient in the govern- 
ment's stabilization effort was monetary policy. In 1976, the money 
supply (M]) increased by 37.2%. (The original target had been 25%.) 
Critics have argued that the rapid expansion of near monies (e.g., in 
1976, savings deposits had a 93.3% nominal increase) has provided a 
strong stimulus to credit expansion and inflation. Bank of Brazil 
lending in 1976 to the private sector expanded by 61.3%, while commercial 
bank lending to the private sector was up by 50.2%. By the end of last 
year, as a result of tight credit policy and of the lifting of ceilings 
on interest rates, the cost of money to prime customers reached 60-65% 
per annum. In an effort to lower borrowing costs for businesses, the 
government this year has kept the yield on short-term treasury bonds low 
in the hope of forcing down commercial interest rates. As of June, 

prime commercial loan rates were 46-48%. Any significant decline probably 
depends on a reduction in inflation. 


As in 1976, this year's Monetary Budget calls for a 25% expansion in the 
money supply (M1). Through June 24, the supply was 7.9% over the end-of- 
December figure. The Monetary Budget limits both Bank of Brazil and 
commercial bank lending to a 34.5% increase this year. Through the first 
five months of the year lending to the private sector by the Bank of 
Brazil had expanded by 14.3%, and by commercial banks, by 19.2%. 


Industry 


Industrial production increased 10.9% in 1976, as against 4, 2% in 1975 

and 8.2% in 1974. Capacity utilization peaked in the third quarter of 1976 
with several sectors operating at or above 90%: rubber 97%, chemicals 

92%, textiles 91%, non-metallic minerals 90%, shoes and apparel 90%. In 
the key transportation equipment sector, vehicle output in 1976 increased 
by only 6%. The relatively slow growth was due in part to the government's 
fuel pricing policies. The car makers still have not cracked the symbolic 
"barrier" of one million vehicles in total annual output. Steel ingot pro- 
duction increased in 1976 by 10.3%, to 9.2 million metric tons, despite 
delays in the conclusion of the Stage II expansion of the three large 
government steel mills. Steel imports in 1976 were 1.13 million tons 
(about $541 million), and are expected to continue through 1979 at $500- 
700 million annually. The ratesof increase of production of various 











manufacturing industries in 1976 were: nonmetallic minerals, 10.8%; 
metallurgy, 9.2%; machinery and tools, 6.1%; electrical and communication 
equipment, 16.2%; transport equipment, 7.2%; paper and cardboard, 21.8%; 
rubber, 13.4%; chemicals, 11.2%; plastics, 14.0%; textiles, 6.9%; apparel 
and shoes, 8.5%; foodstuffs, 11.8%; beverages, 14.2%; tobacco, 10.2%; and 
perfumes, soaps, and candles, 8.8%. The aviation industry produced 530 
units, which represents 36.9% of the industry's total production since 
1962. In 1976, production of aluminum, nickel, and zinc was up sharply, 
while iron ore and magnesium production stagnated. 


The prospects for 1977 are for continued industrial growth, but at re- 
duced rates. For example, in the State of Sao Paulo, which accounts for 
more than three-fifths of Brazil's industrial activity, sales of manufac- 
tured products were up by 4.7% through May as compared with the same period 
in 1976; the comparable figure for last year was 14.9%. Through the first 
quarter, production of many basic industrial goods probably increased at 
9-10% annual rates. In the same period, the consumption of electricity 

by industry in the Rio de Janeiro-Sao Paulo area climbed by 12.3% as com- 
pared with the same period in 1976. Vehicle sales in the first half were 
7.34% lower than in the first half of 1976, and workers in this industry 
have been laid off. Orders for machinery are down, particularly for 
agricultural and road construction equipment. Consumer buying, especially 
of domestic electronic products, registered a downturn in the first half of 
1977, based on retail sales statistics for Rio de Janeiro. 


In recent years debt financing as a source of capital for Brazilian firms 
has increased sharply. A prominent Brazilian economist has estimated that, 
in 1974, 75% of business capital was derived from bank credit, and only 

25% from internally generated funds and the sale of stock; the ratio had 
been the exact opposite in 19%4. To improve the capital base of Brazilian 
industry the government has instituted several important reforms. The 
corporation law has been completely revised. It now includes disclosure 
provisions, dividend payment requirements, and protection of minority 
shareholder interests. A commission to regulate the equity capital market 
has been established. The government also is channeling more forced 

savings to private Brazilian firms in order to improve their capitalization. 
Even with these benefits, many of the firms still are financially vulnerable 
to economic deceleration. 


Energy 


Apparent consumption of petroleum products in Brazil increased by 8.5% in 
1976. Diesel oil consumption was up by 17.1%, fuel oil up by 10.7%, and 
condensates up by 10.7%. The higher gasoline prices set by the govern- 
ment kept consumption at 1975 levels despite an increase in the total 
number of automobiles. Additional gasoline conservation measures 
announced by the government in early 1977 included gasoline station 





closings at night and on Sundays, and staggered urban work schedules. A 
government proposal for a Cr$2/liter "deposit" for gasoline was shelved 

in March after expressions of strong opposition from many quarters. Through 
May, apparent consumption of gasoline was off by 4.4% from the level in 
the first five months of 1976. 


Brazilian oil production in 1976 amounted to less than 20% of domestic 
demand. The 61 million barrels of output was slightly less than the 1975 
output. Domestic production for the first five months of 1977 was 4.98% 
less than for the same period in 1976. Significant production (45,000 
b/d) from the offshore fields in the Campos Basin is expected when the pro- 
visional Garoupa seafloor system enters into full operation in 1978. 


The government's policy is to decrease Brazilian dependence on imported 
petroleum, but this is a difficult task, particularly given the amount of 
offshore exploration that is foreseen, Petrobras, the state-controlled oil 
company, has signed risk contracts with four foreign companies, and has 
recently offered additional offshore areas for risk contract proposals. 
Brazil's National Alcohol Program, with its ambitious goal of producing 
70,000 b/a of alcohol from sugar cane and manioc by the early 1980's, 

is getting off to a slow start. (The alcohol is to be mixed with gasoline.) 
It is unclear how soon production of alcohol will be substantially increased, 
and at what cost. 


Hydro-electric power capacity, which now accounts for 84% of Brazil's 
installed electric capacity, increased by 13.7% last year. There was no 
change in thermal capacity; thus overall electric capacity grew by only 
11.3% while total electric consumption climbed by 13.8%. The government 
continues to give priority to the development of hydro-electric power, but 
site availability in the industrial Southeast region is very limited. For 
the 1980's, government planners are counting on the massive Itaipu project 
(when completed it will be the largest hydro-electric project in the world, 
with 12,600 mw of installed capacity) and on the Angra dos Reis nuclear 
reactors to supply the incremental electric power for this region. 


Agriculture 


Agricultural production, despite a drought in Northeast Brazil and a 60% 
decline in coffee output, fared well in'1976. According to government 
sources, total farm output (which accounts for 15% of Brazil's GDP) was up 

by 4.2%, compared with an increase of 3.4% in 1975. Performance in 1977 

is expected to be better, with crop area up substantially and coffee 
production recovering from the 1975 frost damage. The area planted in 

crops for the 1977 harvest is up by about 3.4 million hectares for all of 
Brazil, bringing the total area planted to over 48 million hectares. For 
1977, coffee, soybeans, corn, and cotton should all register substantial 
production increases. The out]iook for livestock production is also favorable. 


A number of factors are contributing to the production boom. Foremost among 
these is the top priority assigned to the farm sector by the Brazilian 





government. President Ernesto Geisel himself has taken the lead in fostering 
agricultural production and exports, and has given strong support to the wide 
variety of government production incentives md development programs that 
have been initiated or strengthened in the last two-to-three years. 


Total exports of agricultural products in 1976 were $6.1 billion. They 
accounted for 60% of Brazil's total exports. The leading export product was 
coffee, contributing $2.4 billion, followed by soybeans and soybean products 
with $1.8 billion. For 1977, current estimates project agricultural exports 
at $8 billion. In recent'months, farm products have accounted for 70% of 
total export earnings. The expected sharp growth of exports reflects high 
world prices for coffee, soybeans, and cocoa (although the prices of coffee 
and soybeans.,have declined from earlier peuks), plus larger shipments of 
corn, tobacco, cotton, meats, and a variety of other agricultural products. 
With exports on the upswing, Brazil is becoming further entrenched as a 
major competitor in world markets. 


The primary objectives of Brazilian domestic food policies are to assure 
adequate domestic supplies of basic foodstuffs and to keep food prices in 
balance with consumer purchasing power. To achieve these goals the govern- 
ment is prepared to intervene in the marketing chain, from the farm up through 
the retail outlet. Recent rapid increases in food prices have led the govern- 
ment to impose domestic price freezes on several important food items, such 

as wheat, wheat flour, sugar, coffee, meat, soybean oil, and soybean meal. 
Domestic prices for soybean oil and meal are supported through money collected 
from a 7% tax on exports of these products. 


The principal agricultural export goal is to maximize foreign exchange 
earnings. To this end, the Government maintains a complex set of fiscal and 
monetary measures, including periodic devaluations, that may be applied or 
withdrawn as needed. Recent measures include an export tax on soybeans, 
instituted while soybean prices were rising; export incentives for corn, for 
which a tax credit scheme was instituted to compensate for the difference 
between domestic and world prices; and export incentives for citrus juice 
and pulp, for which the existing tax credits of 28% were reduced to 20% 
because of improved world market conditions. 


Foreign Trade and Payments 


The performance of Brazil's external accounts during 1976 was highlighted 

by & significant reduction in the trade deficit, and by an overall balance- 
of-payments surplus, which permitted a $2.5 billion increase in official (gross) 
reserves. In 1977, aided by high prices for coffee and soybeans, the trade 
account may register a slight surplus. 


The trade deficit in 1976 was $2.1 billion, down from the $3.5 billion of 
the previous year. This was made possible by 16.8% increase in exports and 
by a 0.9% rise in imports. Agricultural products were mainly responsible 
for the growth in exports. Coffee produced $2.4 billion, an increase in 





value of 157% over 1975, while export volume rose by only Luh, Exports of 
other agricultural products declined by 8.4% in value. Exports of manuf'ac- 
tured products, including semi-processed agricultural products except instant 
coffee, rose by 6.0%. The continued tight import regime, together with signs 
of a start in progress on the import-substitution front, allowed imports to 
remain at around the $12.0 billion mark ($12.3 billion) for the third conse- 
cutive year. Petroleum continued to loom large in the import bill: 31% of 
the total value of imports. Most other imports dropped in real terms from 
their 1975 levels. 


The behavior of exports during the first five months of 1977, reflecting 
coffee prices, soybean prices, and an increase in manufactured exports 

(up by 25%), indicates a good year. Optimism pervades the export sector, with 
predictions for 1977 exports ranging from $12 to $13 million. The most widely 
accepted projection is that the trade account will close either in balance or 
with a modest surplus this year. Brazil's trade account for April was in 
surplus for the first time in 41 months. By May, the accumulated balance had 
turned into the black. The trade account for the first half may close with a 
surplus on the order of $200 million. High coffee and soybean prices will 
mean another improvement in Brazil's terms-of-trade in 1977. Judging by import 
behavior during the first half, imports should show little increase from last 
year. 


The increasing size of the services account deficit owes primarily to the 

rising interest cost of foreign debt. Because of the services deficit, Brazil 
will be faced with a significant current account deficit for the near- and 
medium-term barring unforeseen new developments. Last year, the services 
deficit totalled $3.9 billion, of which $1.81 billion was net.interest payments. 
In an effort to reduce the deficit on the travel account, the government last 
year imposed a one-year reimbursable prior deposit (currently Cr$16,000) on 
Brazilian residents travelling abroad. As a result, the travel deficit declined 
by 8% (after several years of 20% increase) even though tourism receipts dropped 
by 21%. The services deficit this year is expected to be on the order of $4.5 
billion, of which about half will again be accounted for by net interest pay- 
ments on the foreign debt. 


The current account showed a deficit of $6.1 billion in 1976, the third year 

in a rew that the deficit has teen in the $6-7 billion range. The deficit 
should ‘be reduced to the $4 billion range this year. Finance Minister 

Simonsen has stated that a sustainable and desirable deficit is one which 

is equal to 3% of the GDP. Brazil still has some way to go to meet this target. 


Total capital inflows in 1976 exceeded the current account deficit by $804 
million. Adding to this $387 million in errors and omissions, the balance of 
payments surplus reached $1.19 billion. The substantial capital inflow of 

1976 was made possible mainly by two factors: (a) the easy availability of 
funds in the Eurodollar market, and (b) the continued confidence in Brazil by 
the international banking community. Last year Brazil contracted, on a gross 
basis, about $10.4 billion in the form of financial loans and import financing. 
On a net basis, after deducting amortization of the outstanding debt, the total 
was on the order of $7.6 billion. Since not all of this capital was mediun- 








and long-term (only this debt is included in the published debt statistics), 
the total foreign debt eXcluding short-term debt is estimated to have risen 
by $4.7 billion, from $21.2 billion to $25.9 billion. The balance of the 
capital inflow was accounted for by delays in the capital registration pro- 
cess and by short-term financing which is by definition excluded from the 
debt figures. Foreign direct investment (net of Brazilian direct investment 
abroad) increased by $1.01 billion in 1976. The stock of foreign direct 
investment in Brazil, based on the registration data made available by the 
Central Bank, was $8.0 billion as of June 1976. These figures do not include 
many parent loans to affiliates in Brazil. 


As a result of the expected improvement in the trade account, and of the 
stated government policy of restricting foreign borrowing to the level re- 
quired to finance the current account deficit, Brazil's total foreign capital 
borrowing in 1977 will be well below last year's level. Finance Minister 
Simonsen has stated that, as a sustainable long-term policy, Brazil must limit 
the growth in the foreign debt to the growth of exports. It appears that for 
this year the increase in the foreign debt is likely to be below that of 
exports. The total foreign debt at the end of 1977 may reach the $30 billion 
mark. Official reserves are expected to remain unchanged at $6.5 billion. 


The government policy of mini-devaluations has continued, and during 1976 
there were 16 such adjustments for a total cruzeiro devaluation against the 
dollar of 36%. With internal inflation of 46%, this rate of devaluation 
was insufficient to eliminate the difference between internal and external 
inflation, although Brazil's terms-of-trade improved significantly in 1976, 
primarily because of high commodity export prices. Some economists argue 
that the pattern of mini-devaluation has left the cruzeiro overvalued since 


1973. 
Part B: Implications for the United States 


Brazil's import substitution policy limits imports virtually to essential 
primary materials and to advanced types of machinery and equipment not 
produced in Brazil. Imports from the United States declined from $3.1 
billion in 1975 to $2.8 billion in 1976, but the U.S. share of Brazilian 
non-oil imports decreased only slightly, from 32.2% to 32.0%. The 2% re- 
duction in public investment decreed for 1977, and the effect on the economy 
of the government's anti-inflation measures, may well cause imports of 
machinery and equipment this year to fall slightly below last year's level 

of $3.5 billion. In response to pressure from private Brazilian-owned 
industry, the government is requiring an even greater share of domestically- 
produced equipment in public investment projects and in private projects 
enjoying government tax or financial benefits. There is a progressive 
increase in the goals (70-85% for most projects depending on the ability of 
Brazilian industry to produce the equipment needed for the project) for the 
domestic industry's share of equipment in such key sectors as steel, electric 
power, petrochemicals and electronics. In many cases domestic equipment 
prices are substantially higher than international prices, and delivery often 
is later. The expansionary momentum of the Brazilian economy, although it may 
be temporarily slowed somewhat by the government's anti-inflationary measures, 
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generates a demand for some capital goods which Brazilian industry will not 
be able to satisfy in the foreseeable future. ‘ Imports will continue to be 
substantial for high-technology or specialty items in such areas as machine 
tools, textile machinery, mining machinery, electronic components and pro- 
duction equipment, and food processing and packaging equipment. In the 
sectors to which the government assigns the highest investment priority in 
1977--petroleum and petrochemicals, electric power, and steel--the ability 
of domestic industry to supply the required machinery and equipment is par- 
ticularly low. Thus, opportunities for U.S. exporters in these areas are 
good, provided they can equal their European and Japanese competitors in 
price, financing, and effective transfer of technology--the latter a factor 
receiving increasing emphasis by the government. 


Having succeeded in many instances in protecting itself against competition 
from imports, Brazilian industry has begun to evidence some concern about 
competition from foreign-controlled firms established in Brazil. Pressure 
from Brazilian equipment manufacturers has led the government to limit 
official financing for purchase of capital goods produced in Brazil by 
foreignscontrolled firms. Also the government revoked the import deposit 
exemption for imports covered by foreign financing of five years or more, 
unless the project for which the import is destined has CDI approval. 

These changes may have a significant impact in some cases. 


The government's policy remains that of encouraging foreign investment in 
many sectors, but the policy is now being applied more selectively than in 
the past. The government will continue to grant incentives to investments 

in certain priority seotors, but will discourage investment in: sectors con- 
sidered already adequately developed, or in sectors which are being reserved 
for state-controlled or private domestically-controlled firms. In spite of 
the expected slowdown in the rate of economic growth in 1977, the long-term 
growth prospects for Brazil are promising enough that net foreign direct 
investment in 1977 is expected to total about $1 billion--the same as in 1976. 
With the increasing sophistication, competitiveness, and political clout of 
Brazilian enterprises, new investment projects must be more carefully planned 
than was necessary in the past. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


research 


tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





